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Rural Utilities Service, USDA § 1738.51 

delivered to the customer, for example 
the speed with which new service will 
be established, service availability, and 
response time for reports of system 
failure at a residence. 

Service provider means an entity pro-
viding telecommunications service. 

Service territory means ‘‘service area.’’ 
Start-up means a new business ven-

ture without operations or service de-
livery available. 

System of accounts means the Agen-
cy’s system of accounts for maintain-
ing financial records as described in 
RUS Bulletin 1770B–1. 

Telecommunications means electronic 
transmission and reception of voice, 
data, video, and graphical information 
using wireline and wireless trans-
mission media. 

Telecommunications loan means any 
telecommunication loan made or guar-
anteed under Title II, III, or IV of the 
RE Act. 

TIER means times interest earned 
ratio. TIER is the ratio of an appli-
cant’s net income (after taxes) plus 
(adding back) interest expense, all di-
vided by interest expense (existing and 
that required in the proposed loan), 
and with all financial terms defined by 
GAAP. 

Underserved household or Underserved 
area means a household or an area that 
is not offered broadband service, or 
that is offered broadband service by 
only one incumbent service provider. 

Unguaranteed amount equivalent 
means all amounts of payment on ac-
count of any derivative other than the 
respective guaranteed-amount equiva-
lent. 

Unguaranteed loan amount means all 
amounts of payment on account of the 
guaranteed loan other than the guaran-
teed amount. 

Unguaranteed loan portion amount 
means all amounts of payment on ac-
count of any guaranteed loan portion 
other than the respective guaranteed 
loan portion amount. 

(b) Accounting terms not otherwise 
defined in this part shall have the defi-
nition ascribed to them under GAAP 
and shall be recorded using the Agen-
cy’s system of accounts. 

§ 1738.3 Substantially underserved 
trust areas. 

(a) If the Administrator determines 
that a community in ‘‘trust land’’ (as 
defined in section 3765 of title 38, 
United States Code) has a high need for 
the benefits of the Broadband Loan 
Program, he/she may designate the 
community as a ‘‘substantially under-
served trust area’’ (as defined in sec-
tion 306F of the RE Act). 

(b) In order to improve the avail-
ability of the Broadband Loan Program 
in communities in substantially under-
served trust areas, the Administrator 
retains the discretion to 

(1) Make available to qualified utili-
ties or applicants, financing with an in-
terest rate as low as 2 percent, and 
with extended repayment terms; 

(2) Waive nonduplication restric-
tions, matching fund and equity re-
quirements, or credit support require-
ments; and 

(3) Give the highest funding priority 
to designated projects in substantially 
underserved trust areas. 

(c) The Administrator will only make 
loans and loan guarantees that RUS 
finds are financially feasible and that 
provide eligible program benefits to 
substantially underserved trust areas. 

(d) Applicants should notify the Na-
tional Office before preparing their ap-
plications that they are planning to 
seek waivers or adjustments based on 
this section (see § 1738.201). 

§§ 1738.4—1738.50 [Reserved] 

Subpart B—Eligible and Ineligible 
Loan Purposes 

§ 1738.51 Eligible loan purposes. 
Loan funds may be used to pay for 

the following expenses: 
(a) To fund the construction, im-

provement, or acquisition of all facili-
ties required to provide service at the 
broadband lending speed to rural areas, 
including facilities required for pro-
viding other services over the same fa-
cilities. 

(b) To fund the cost of leasing facili-
ties required to provide service at the 
broadband lending speed if such lease 
qualifies as a capital lease under 
GAAP. Notwithstanding, loan funds 
can only be used to fund the cost of the 
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capital lease for no more than the first 
three years of the loan amortization 
period. 

(c) To fund an acquisition, provided 
that: 

(1) The acquisition is necessary for 
furnishing or improving service at the 
broadband lending speed; 

(2) The acquired service area, if any, 
meets the eligibility requirements set 
forth in § 1738.102; 

(3) The acquisition cost does not ex-
ceed 50 percent of the broadband loan 
amount; and 

(4) For the acquisition of another en-
tity, the purchase provides the appli-
cant with a controlling majority inter-
est in the entity acquired. 

(d) To refinance an outstanding tele-
communications loan made under the 
RE Act if refinancing the loan supports 
the construction, improvement, or ac-
quisition of facilities and equipment 
for the provision of service at the 
broadband lending speed in rural areas 
provided that: 

(1) No more than 40 percent of the 
broadband loan amount is used to refi-
nance the outstanding telecommuni-
cations loan; 

(2) The applicant is current with its 
payments on the telecommunication 
loan(s) to be refinanced; and 

(3) The amortization period for that 
portion of the broadband loan that will 
be needed for refinancing will not ex-
ceed the remaining amortization pe-
riod for the telecommunications 
loan(s) to be refinanced. If multiple 
notes are being refinanced, an average 
remaining amortization period will be 
calculated based on the weighted dollar 
average of the notes being refinanced. 

(e) To fund pre-loan expenses in an 
amount not to exceed five percent of 
the broadband loan excluding amounts 
requested to refinance outstanding 
telecommunication loans. Pre-loan ex-
penses may be reimbursed only if they 
are incurred prior to the date on which 
notification of a complete application 
is issued (see § 1738.205). 

§ 1738.52 Ineligible loan purposes. 

Loan funds must not be used for any 
of the following purposes: 

(a) To fund operating expenses of the 
applicant; 

(b) To fund costs incurred prior to 
the date on which notification of a 
complete application is issued (see 
§ 1738.205), with the exception of eligible 
pre-loan expenses (see 1738.51(e)). 

(c) To fund the acquisition of the 
stock of an affiliate. 

(d) To fund the purchase or acquisi-
tion of any facilities or equipment of 
an affiliate, unless approved by the 
Agency in writing. The Agency may 
approve such a purchase or acquisition 
if the applicant demonstrates that the 
purchase or acquisition will involve an 
arms-length transaction and that the 
cost is advantageous for the applicant. 

(e) To fund the purchase of CPE and 
the installation of associated inside 
wiring unless the CPE will be owned by 
the applicant throughout its economic 
life or 

(1) The applicant pledges additional 
collateral that is not currently owned 
by the applicant, acceptable to the 
Agency. Such collateral must have a 
value at least equal to the purchase 
price of the CPE and cannot be pur-
chased with loan funds; or 

(2) The applicant establishes a re-
volving fund for the initial purchase of 
CPE to be sold, and as CPE is sold to 
the customer, at least the applicant’s 
cost of such equipment is returned to 
the revolving fund and used to pur-
chase additional CPE units. 

(f) To fund the purchase or lease of 
any vehicle unless it is used primarily 
in construction or system improve-
ments. 

(g) To fund the cost of systems or fa-
cilities that have not been designed 
and constructed in accordance with the 
loan contract and other applicable re-
quirements. 

(h) To fund broadband facilities 
leased under the terms of an operating 
lease. 

(i) To fund merger or consolidation of 
entities. 
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